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The New Wave of Tech
Behemoths in Hong Kong

Riding the Cloud of Virtual Bank
— The Secret to Roaring Success



Foreword

o

The world is energized to step into a new Fintech era. Early in 2017, the Hong Kong Monetary Authority (HKMA)
has already put forth the importance of digital transformation in financial sector and launched a number of
initiatives under the title of “New Era of Smart Banking.” Along with the vision of the HKMA, in 2020, Hong Kong
hit a major Fintech milestone with eight virtual banks fully launched.

Having provided with our own data reports, leveraging our proprietary Data Management Platform (DMP) and
sophisticated data analytics capability, Vpon Big Data Group has released the first virtual bank report, exploring
and revealing significant findings of these digital-first challenger banks.
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Arthur Chan, Chief Operating Officer
Vpon Big Data Group
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Current Development of Virtual Bank in Asia
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by China’s regulatory authority. and K Bank. first virtual bank launched,
being the earliest country
[ in Asia to introduce the
%‘ Hong Kong concept of digital banking.
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g 2 by Financial Supervisory

Commission of Taiwan (FSC).
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composed of 2 DFB licenses and 3

DWSB licenses in 2019.
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Looking closer to Asia, there is a
rapid increase in the number of
the virtual bank across Asia.
Ranging from Asian economies
with sound and solid banking
infrastructure for the long-term
development of digital banking, to
markets that are “underbanked”
and exploring opportunity to
promote innovative banking
service.

Some countries in Southeast Asia are also exploring
opportunity to develop virtual banking system.



The Concept of Virtual Bank

Al and big data allow virtual bank to @ m @ Most of the banking services

provide a highly customized digital conduct via online and electronic
experience for their users. channels because of the absence

of physical presence.

Free from technology legacy enables virtual banks to
adopt cutting-edge technologies, such as Big Data, Al
and Cloud...etc.






Virtual Bank vs. Traditional Bank Vpon

Virtual Bank Traditional Bank

7

Banks primarily deliver retail banking services

through the internet or other forms of Definition
electronic channels.

Banks with/without digital presence. Some of
them may have online system, but only being a
part of service to aid with basic banking service.

YT eisital aemEiar Service Hour On-site staffs in physical outlets with limited

All banking service are performed online & Channel \S/\g:/ﬁgf hours but offer real-time customer

Retail customers

Tareet Costomer * Local and foreign business account
SMEs SRS e * Local and foreign personal account

Basic retail banking services, including deposit S £ . Full range of banking services, including
and loans for both business and personal users cope or >ervice mo;tgage loans, currency exchange, stock
exchange

*sometimes referred as a digital-only bank



Current Development of Hong Kong’s Virtual Banks Vpon

Welcome to the “New Era of Smart Banking”

2017 2019 2020

—@ ® —@ @ @ — O o o >
Sep Mar Jun Aug Dec
“A New Era of Official Official Official Official
Smart Banking” Launch of Launch of Launch of Launch of
HKMA launched an array ZA Bank Airstar Bank Livi Bank Fusion Bank
Siillgg:‘a—tlves nerthe Z Qirstar () FusionBank

“A New Era of Smart
Banking” and introduced

the “Virtual Bank” May Jul Sep

license. . . . . . e

| Granting the virtual Official Official
banking licenses Launch of Launch of

Welab Bank Ant Bank,

Af(tje:ctwo yea;s olf ; PAOB and
redefinition of relate " Welab Mox Bank
regulations, eight licenses @& Bank
were granted in the first v
two quarters of 2019 ANT BANK

MOX



Market

overview  Hong Kong Banking and Finance App Industry Overview
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Virtual banking Apps have comparatively lower
penetration — ZA Bank ranked 30th

\/pon

Traditional Banking Apps are still the
Most Ubiquitous

Virtual bank has been steadily gaining
momentum since 2020. However, as a new
market player, its overall penetration is still
lower than traditional banking Apps, like HSBC
and Hang Seng Bank, which have a long history
of establishment and strong market dominance.

B Traditional Bank B Virtual Bank

Source: Vpon AppVois
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overview  Hong Kong Banking and Finance App Industry Overview

*X axis represents penetration; Y axis represent avg. # of owned app
Larger circle and darker color represents more apps

FINANCE
A Penetration rate of

banking & finance-
[j 89« °

related Apps

Average Number of banking
5 9 and financial-related Apps
(] installed in each device

*Total of 6,435 Apps in the market.

Hong Kong has long been recognized as a global financial hub. Supported by its free internet access and high smartphone penetration,
digital banking services continue to gain popularity, which is also reflected by the increasing penetration of banking & finance-related apps.

e Source: Vpon AppVois



Market

oerview  Hong Kong’s Virtual Banking Apps Penetration Rate Vpon

(8 Hong Kong Virtual Banks App Penetration Rate )

Fierce Competition Among the
Eight Virtual Banks

ZA Bank is the first virtual bank officially launched
in Hong Kong; it still maintains its competitive
position with the highest penetration in the market.

However, it's also worth looking at the similar
penetration from 2" to 5% position, prompting
fierce competition between these virtual banks, on
aggressively building their customer base.

ZA Bank Mox Bank Fusion Welab LiviBank Airstar AntBank PAOB
Bank Bank Bank

Source: Vpon AppVois
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overview  Hong Kong’s Virtual Banking Apps New Install Trend

Fluctuated New Install Trend Among Most of the Virtual Banks

5/2021 2/2021 ®

MEE—EBE REE—) Fusion X TVB CNY Sparking Immediate Gimmicks
Acting in concert with Cash Payout Red Packet Contest through PromOtionaI Campaigns
Scheme to launch “Why get $10,000 The contest is organized by TVB
when you can get $11,000?” and sponsored by Fusion Bank

I Most of the virtual banks have launched
with digital red packets and . ) o )
cash coupons worth over 20 promotional campaigns in its first year of
million. establishment, to build market presence and
lure potential customers. Particularly for ZA
1800 and Fusion bank, acting in concert with
Growth Rate market precondition to boost new install.

500

Growth rate

/] ‘ Fusion Bank Welab Bank
| /\'\\,J /\/ | B zA Bank PAOB
\_Q\’/& Ant Bank Airstar
\W . Mox Bank Livi Bank

2020/02/09 2020/04/05 2020/05/31 2020/07/26  2020/09/20 2020/11/15 2021/01/10 2021/03/07

@ Source: Vpon AppVois
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Overview Go Viral’ also Go Deep

Look Closer into the Hong Kong Banking Apps’ User Profile

(Go Viral)

Building brand presence is the first step
Potential Customers Fluctuated New Install Trend
Audi t Maintain a Sustainable Install
o - Rate and Retain Loyal Users
Pool

(Go Deep)
Custo

Mastering Big Data to,

1. Understand Your Current Customersf
2. Uncover Your Potential Customers






User . . . . Vpon
Demographics Overview of Virtual Bank Audience Profile

Increasing Penetration in Residential Area
(Location Distribution)

Around-the-clock service of virtual banks enhances the
9 Ta accessibilities of banking services, which offers more
affordable and convenient financial services in

residential area.

Tsuen Wan District .
‘ Wong Tai Sin District

0 Southern District 6 9 3 1
% %

Y- - Male Distribution Female

-

Gender

e Source: Vpon DMP



Demographics

Who are They?

( Virtual Bank Users )

By

NO.1
Zealous Youth

NO.2
Digital Learners

=
=
NO.3
% Entertainment & Retail Lovers

Virtual bank tends to be more popular among
younger generation. Zealous Youth and Digital

Learners ranked first and second respectively, as
they can be seen as more digitalized and keens on
exploring new technology.

( Traditional Bank Users )

A NO.1
oo Retail Lovers

—TT]
Ama N
~L] |

= NO.2
$) Finance Guru

QR NO.3

Automotive Enthusiasts

Traditional bank users are usually retail lovers and
automotive enthusiasts, their consumption hinges

more on life utilities. Besides, they also tend to be
more finance-oriented and show interest in other
banking & finance services.

\/pon

Source: Vpon DMP



Users
Demographic

Ve o M-I (-0 Virtual Bank Users )

NO.1 — NO.2
Dating ! 36.3%
51.7%

Vel W oIS (11 [« Traditional Bank Users)

&

Housing & Property

NO.1 NO.2 |
Finance 16.6% C@)
21.3% S — Health & Wellness

What Apps are They Interested in?

NO.3

=
27.2% o'

Food & Drinks

NO.3
8.6%

Daily Lifestyle
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Dating App Booms among Virtual
Bank Users

Virtual bank users tend to have a stronger interest in
online dating. They are also interested in using housing
& property Apps, as there is an increasing number of
younger age groups renting apartment in recent years.

Strong Interest in Using
Finance-related Apps

Traditional bank users tend to have a strong
preference for using finance-related Apps, which also
match with their user profile. They are also lifestyle-
oriented, showing concerns for personal health care
and daily lifestyle.

Source: Vpon DMP



Users
Demographic

What is their Daily Mobile Usage?

DETIAV T JIAVIET-L0  Virtual Bank Users )

Mon
Tues
Wed
Thurs
Fri
Sat
Sun

DET VAV [ RVEE-T-(- ] Traditional Bank Users)

Mon
Tues
Wed
Thurs
Fri
Sat
Sun
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24/7 Operation Leads to Higher
Mid-Night Activeness

Daily mobile usage is mainly concentrated in morning
to lunch hours during weekdays. Not surprisingly, 24/7
operation hours is also a possible reason for the
midnight activeness of virtual bank users.

Mobile Usage is Mainly
Concentrated in Weekdays

Traditional bank users are generally more active in the
early morning till the end of the lunch hours during
weekdays. Comparatively, the usage rate is lower
during weekends due to limited office hours for
offline customer service.

Source: Vpon DMP



User
Demographics

DETASE T EIEGRINCICES S Virtual Bank Users )

NO.1
)

Toys & Lj@—S’1

Games

DETWASETH T EIEL NI Traditional Bank Users)

O
- °°°

NO.1 g
Retails &

Automotive
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NO.2 (=

Food & Drinks

NO.2 = -Ig'jj

I r=r'e

l—lll—l

1©

Home Appliance

What Ads are They Interested in?

NO.3

Electronic Gadgets

NO.3 Q
S\

Personal Care &
Cosmetics
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Technologically Adept Population

Virtual bank users can be seen as more tech-savvy.
They mainly engage in toys & games and electronic
gadgets ads. In addition, they show interest in food &
drinks. Their interest tends to be age-oriented.

House & Care and Retail Fanatics

Traditional bank users are more interested in retails &
automotive-related ads. They also engage in house-
care products and tend to fall in cosmetics-related ads.

Source: Vpon DMP
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Learnings — The Future of Smart Banking

The ongoing pandemic situation presents a mix of opportunities and challenges for the new incumbents, not merely in Hong Kong but
also countries intending to — or developing cutting-edge banking system. Riding on the experience of Hong Kong, new entrants
in other regions can also learn and make a stronger case for the introduction of virtual banking.

- . .
Fintech is @ Go Viral, g Customer-Centric is

not a WANT but a MUST also Go Deep the Key Differentiator
Covid-19 has accelerated the progress Cultivating brand reputation and New incumbents should always

of digital transformation, not only for market presence is only the first move. respond dynamically to customers'
virtual banks, but also for traditional Leveraging high-tech and low-cost needs and expectation.

retail banks that are continuously advantages, such as data and Al to Personalized experience could be a
re-structuring their business model explore and understand your target key differentiator to acquire new
digitally to cater customers’ needs. customers is the cornerstone to customers while retaining loyal

enhance sustainable engagement. customers.



° o Professional App Data Analysis
Platform Created for the App Market

AppVois
o °
o 0
1 L RIN
Thoroughly Look into Holistic Overview on Vpon Data Service
Individual App Profile every App Trends Integration

‘ DATA/DRIWES TRANSACTIONS

\V/plelp
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https://www.linkedin.com/company/vpon-inc
http://www.vpon.com/
http://www.vpon.com/en/insight/report
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